
INDIANA UTILITY REGULATORY COMMISSION 

PETITION OF THE CITY OF ANDERSON, ) 
INDIANA FOR AUTHORITY TO ISSUE ) 
BONDS, NOTES, OR OTHER ) 
OBLIGATIONS, FOR AUTHORITY TO 1 CAUSE NO. 42914 
INCREASE ITS RATES AND CHARGES 1 
FOR WATER SERVICE, AND FOR 1 APPROVED: 
APPROVAL OF NEW SCHEDULE OF ) DEC 2 0 20% 
RATES AND CHARGES APPLICABLE ) 
THERETO 1 

BY THE COMMISSION: 
David E. Ziegner, Commissioner 
Scott R. Storms, Chief Administrative Law Judge 

On September 13, 2005, the City of Anderson ("Petitioner") filed with the Commission 
its Petition for approval of the issuance of bonds, notes or other obligations, for authority to 
increase its rates and charges for water service, and for approval of a new schedule of rates and 
charges applicable thereto. Pursuant to notice as provided by law, an evidentiary hearing was 
convened on November 27,2006, at 9:30 a.m. EST in the hearing rooms of the Commission at 
which time all of the evidence was offered and admitted without objection. Petitioner and the 
Office of Utility Consumer Counselor (OUCC) also offered a Stipulation and Settlement 
Agreement. 

Based upon the applicable law and the evidence herein, the Commission now finds that: 

1. Notice and Jurisdiction. Petitioner is a "municipally-owned utility" as that 
phrase is used in IC 8-1-2-l(h), and is subject to the jurisdiction of this Commission as provided 
by law. Notice of the evidentiary hearing was provided as required by law. The Commission 
has jurisdiction over the parties and the subject matter of this Cause. 

2. Petitioner's Characteristics. Petitioner is a municipality that owns and operates 
plant and equipment within the State of Indiana for the production, transmission, delivery, and 
furnishing of water to the public within and around the City of Anderson, Indiana. Petitioner's 
existing schedule of water rates and charges was approved by the Commission on February 9, 
1994, in Cause No. 39793. 

3. Petitioner's Proposed Bond Issue and Extensions and Replacements. 
Petitioner is proposing to incur long-term indebtedness through the sale of waterworks revenue 
bonds in the principal amount not to exceed $5.295 Million (the "Bonds"). The term of the 
Bonds will not exceed 20 years and the net interest rate will not exceed 6%. The proceeds from 
the Bonds will be used to finance portions of Petitioner's 5-year capital improvements plan, 
which is attached to the Stipulation. Before Petitioner may issue the Bonds, we must grant 
approval pursuant to IC 8-1.5-2-19. We will approve the issuance of bonds, notes or other 
obligations by a municipally-owned utility if we find that the projects to be funded with the 



proceeds are reasonably necessary for the provision of adequate and efficient utility service and 
if we find the proposed debt issuance is a reasonable method for financing such projects. 
Petitioner's consulting engineer, Robert E. Curry, testified regarding the need for these projects 
and Petitioner's financial advisor John R. Skomp testified that the proposed Bonds are a 
reasonable method to finance the improvements. We find the proposed projects in Petitioner's 5- 
year plan are reasonably necessary for the provision of adequate and efficient utility service and 
that the proposed debt issuance is a reasonable method for financing such projects. The Parties 
have stipulated and we find that issuance of the Bonds should be approved. 

4. Test Year. The test year used by Petitioner for determining Petitioner's annual 
revenue requirement in this Cause was the 12 months ended September 30, 2005, with 
adjustments for changes which are fixed, known, and measurable and which will occur within 12 
months of the close of the test year. We find this test year to be sufficiently representative of 
Petitioner's ongoing operations to be used for ratemaking purposes. 

5. Petitioner's Revenue Requirements. Petitioner and the OUCC have stipulated 
and we find that Petitioners' revenue requirements are as follows: 

The parties have agreed that Petitioner's pro forma revenues at current rates equal 
$5,852,067. The Commission finds that the rates and charges currently in effect for services 
rendered by Petitioner are inadequate to provide for Petitioner's annual revenue requirement and 
should be increased. We find that Petitioner should be authorized to increase its rates by 27.37% 
to produce $1,590,798 in additional annual revenues and total annual revenues of $7,442,865, 
inclusive of additional Utility Receipts Tax. 

Petitioner presented a cost of service study prepared by Kerry A. Heid and proposed a 
change in rate design to reduce the number of rate blocks from eight to five and to reduce the 
minimum charge. In his testimony Mr. Heid recognized that the Commission, in Anderson's 
1990 rate case in Cause No. 38855 (Ind. Util. Reg. Comm 'n, February 22, 1990) ordered the 
Petitioner to present evidence on a rate structure with three (3) blocks and a schedule of service 
charges in its next rate case. Mr. Heid prepared such a rate structure in this proceeding but 
concluded that its implementation would result in unacceptable rate shock to larger customers. 
Therefore, the parties agreed to reduce the rate blocks from eight to five in this proceeding and 
committed to continue to move toward three rate blocks in subsequent proceedings consistent 



with the Commission's past directive. We find that the approach agreed to by the parties and the 
rate design recommended by Mr. Heid should be approved. 

6. True-Up. The actual cost of debt service will not be known precisely until 
sometime after Petitioner issues the Bonds. Therefore, within 30 days of the closing of the loan, 
Petitioner should file a true-up report with the Commission and serve a copy thereof on the 
parties of record. The true-up report shall provide the following: the actual principal amount 
borrowed, the interest rate, the term of the Bonds, the actual average annual debt service 
requirements, and the impact that any difference would have on Petitioner's metered rates. If the 
actual average annual debt service requirements are different from those provided for in 
authorized rates, Petitioner should file an amended tariff unless Petitioner considers the 
difference to be immaterial and it has procured from the OUCC a statement that the OUCC does 
not object to the schedule of rates and charges not being amended. If in the event Petitioner does 
not file an amended schedule of rates and charges in accordance with the foregoing, it shall 
advise the Commission as part of its true-up report or through a subsequent filing. 

7. Over Collection Of Debt Sewice. The Parties have stipulated that with the level 
of rates to be authorized herein, it is possible that Petitioner could "over collect" its debt service 
requirements if the sale of the revenue bonds discussed in Paragraph 2 herein is materially 
delayed. If the sale of the bonds has not occurred within six (6) months of the issuance of this 
Order, Petitioner has agreed to calculate the amount of "over collection" in this regard and to 
apply the "over collected" funds to the cost of the projects for which financing authority has been 
granted herein. Petitioner has agreed to reflect this additional source of funding in its true-up 
report as a reduction in the actual principal amount borrowed. The maturity date for the debt will 
be maintained. We find the agreement of the Parties should be approved. 

8. Guaranteed Savings Contract. In August 2006, Petitioner entered a guaranteed 
savings contract pursuant to IC 36-1-12.5 through which Petitioner will be replacing all of its 
existing water meters with a brand new, state-of-the-art, remote meter reading system. The 
contract is financed over a 15-year period, payable solely from the City of Anderson's general 
fund, with the payment obligation subject to annual appropriation by the City Council. The 
vendor of the system, Johnson Controls, Inc., has guaranteed the performance of the new system 
such that the increased revenues and reduced operating expenses will be sufficient to make the 
annual payments. Petitioner has not requested any relief in this Cause with respect to this 
contract. Mr. Kaufman, a witness for the OUCC, testified that we should initiate a subdocket to 
review the transaction and explore the potential future ratemaking implications of the 
transaction. On rebuttal, Petitioner explained that it has made no pledge of utility revenues and 
that it has already thoroughly investigated this transaction. The Parties have now stipulated and 
agreed that there is no need for the Commission to initiate a subdocket. The OUCC has 
specifically reserved the right to take any position it chooses with respect to future ratemaking 
treatment at such time and to the extent as the contract has any impact on rates in a future rate 
case to be filed by Petitioner. We find the Parties' stipulation should be approved. 

9. Ap~roval of Stipulation and Settlement Agreement. We find that the Joint 
Stipulation and Settlement Agreement should be approved. With regard to future citation of this 
Order, we find that our approval herein should be construed in a manner consistent with our 
finding in Richmond Power & Light, Cause No. 40434 (Ind Util. Reg. Comm'n, March 19, 
1997). 



IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY 
COMMISSION that: 

1. Petitioner shall be and hereby is authorized to increase its rates and charges for 
water utility service by 27.37% in order to increase annual operating revenues by $1,590,798 so 
as to produce total annual operating revenues of $7,442,865. 

2. Petitioner shall file with the WaterISewer Division of the Commission new 
schedules of rates and charges using the rate design attached to the Joint Stipulation (adjusted 
across-the-board so as to produce the revenues authorized herein) before placing in effect the 
increase authorized herein, which schedules, when approved by the WaterISewer Division, shall 
be effective and shall cancel all previously approved schedules of rates and charges. 

3. Petitioner shall be and hereby is authorized to issue waterworks revenue bonds in 
an aggregate principal amount not to exceed $5,295,000, for a term not to exceed twenty (20) 
years and at a net interest rate not to exceed 6%. 

4. In accordance with I.C. 8-1-2-70, the Petitioner shall pay within twenty (20) days 
from the date of this Order into the Treasury of the State of Indiana, through the Secretary of this 
Commission, the following itemized charges, as well as any additional charges which were or 
may be incurred in connection with this Cause: 

Commission Charges $200.00 
Legal Advertising Charges 137.52 
Reporting Charges 39.20 
UCC Charges 320.00 

Total: $696.72 

5. In accordance with Ind. Code 5 8-1-2-85, Petitioner shall pay a fee of twenty-five 
cents ($0.25) for each one hundred dollars ($100) of waterworks revenue bonds issued, into the 
Treasury of the State of Indiana through the Secretary of this Commission, within thirty (30) 
days of the receipt of the financing proceeds authorized herein. 

6.  Petitioner shall file the true-up report as provided in Finding Paragraph 6 herein. 

7. This Order shall be effective on and after the date of its approval. 

HARDY, LANDIS, SERVER AND ZIEGNER CONCUR: 

I hereby certify that the above is a true 
and correct copy of the Order as approved. 
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UTILITY CONSUMER COUNSELOR 

On September 13, 2005, Petitioner, the City of Anderson ("Petitioner"), filed with the 

Indiana Utility Regulatory Commission ("Commission") its Petition in this Cause. Prior to the 

final public hearing in this Cause, Petitioner and the Office of Utility Consumer Counselor 

("OUCC") communicated with each other regarding settlement of this Cause and have reached 

an agreement with respect to all the issues before the Commission. Petitioner and the OUCC 

stipulate and agree to the following matters: 

1. The Parties stipulate and agree to the issuance by the Commission of a final order 

in the form attached hereto as Attachment 1 (the "Proposed Order"). Each description of an 

agreement by the Parties contained in the Proposed Order is incorporated herein by reference and 

is accepted by each of the Parties as if fully set forth herein. Solely for purposes of settlement, 

the Parties stipulate and agree that the terms, findings, and ordering paragraphs of the Proposed 

Order constitute a fair, just and reasonable resolution of the issues raised in this Cause provided 

they are approved by the Commission in their entirety and without modification. 



2. Petitioner's Proposed Revenue Bonds and Extensions and Re~lacemenl. 

Petitioner has requested authority to issue long-term debt in aggregate principal amount of 

$5.295 Million. The Parties stipuiate and agree that the capital improvements projects as shown 

in Exhibit E to Attachment 2 hereto are reasonably necessary expenditures for Petitioner's utility 

system that will allow Petitioner to provide adequate and reliable water service to its customers. 

The Parties further stipulate and agree that the method of financing the projects proposed by 

Petitioner as shown on the same exhibit is a reasonable method by which to finance these costs. 

The parties stipulate and agree that Petitioner should be authorized to issue water works revenue 

bonds in the approximate amount of $5.295 Million, which amount is subject to the true-up 

provisions in paragraph 5 below. The term shall be twenty years and the maximum net rate of 

interest shdl be 6%. 

3. Amount of Stipulated Rate Increase. The OUCC and Petitioner stipulate and 

agree that Petitioner's current rates and charges should be increased immediately upon the 

issuance of a Commission Order by 27.37% so as to produce $1,590,798 in additional annual 
4 3 442ptr 

operating revenues (including Utility Receipts Tax) and total annual revenues of 

'The rate design should be based upon that set forth in Petitioner's Exhibit KAH-5. (Attachment 
/vf+ 

3 hereto). Petitioner's revenue requirements to which Petitioner and the OUCC stipulate and 
DY L 

agree are set forth in the schedules attached hereto as Attachment 2. The parties stipuiate and 

agree that the rate increases provided herein are just and reasonable and should be approved. 

4. Overcollection of Debt Service. The Parties stipulate and agree that with the level 

of rates to be authorized herein, it is possible that Petitioner could "overcoiiect" its debt service 

requirements if the sale of the revenue bonds discussed in Paragraph 2 herein is materialiy 

delayed. If the sale of the bonds has not occurred within six (6) months of the issuance of the 



Commission Order referenced in Paragraph 1 herein, Petitioner agrees to calculate the amount of 

L'overcollection'~ in this regard and to apply the "overcol~ected" fimds to the cost of the projects 

for which financing authority is to be granted as a result of this Stipulation and Settlement 

Agreement. Petitioner agrees to reflect this additional source of funding in its true-up report to 

be filed pursuant to Paragraph 5 herein as a reduction in the actual principal amount borrowed. 

The maturity date for the debt will be maintained, 

5. True-Uv. The OUCC and Petitioner agree that the actual amount of the bonds, 

the interest rate at which the bonds will be sold, and the actual cost of annuat debt service 

associated with the projects will not be known precisely until after Petitioner has closed on the 

sale of the bonds. Since the figures are estimates rather than actual amounts, the parties agree 

that th: Petitioner shall be required to true-up, as necessary, those amounts after the sale of its 

bonds. Specifically, within 30 days of sale of the bonds, the Parties agree that Petitioner should 

file a true-up report with the Commission and serve a copy thereof on all parties of record. The 

true-up report should state the following: the actual principal amount borrowed, the interest rate, 

the term of the bonds, the actual average annual debt service and the debt service and debt 

service reserve revenue requirements, and the impact that any difference would have on 

Petitior~er's rates. If the actual average annual debt service requirements are different from those 

provided for in authorized rates, Petitioner should file an amended tariff unless Petitioner 

considers the difference to be immaterial and it has procured from the OUCC a statement that the 

OUCC does not object to the schedule of rates and charges not being amended. 

5. Evidence Admitted. Petitioner shall withdraw its pending motion to strike. All 

testimolty and evidence prefiled by either party prior to the date of this Stipulation shall be 



admissible. The Parties shall jointly offer this Stipulation together with all attachments. The 

Parties hereby waive cross-examination of each other's witnesses. 

7. Guaranteed S a v h s  Contract. The Parties stipulate and agree that there is no 

need for a Commission proceeding or subdocket to review or investigate Petitioner's Guaranteed 

Savings Contract described in the testimonies of Mr. Kaufinan and Mr. Popa. The OUCC 

reserves the right to take any position it chooses with respect to the ratemaking effect of the 

Guaranteed Savings Contract at such time as the same has an impact on rates in a future rate case 

filed by Petitioner. 

8. Eighth Street Tank. Prior to undertaking the planned painting of the Eighth Street 

Tank as described in the direct and rebuttal testimony of Mr. Curry, Petitioner shall cause a new 

inspection of said tank to be performed by a firm qualified to conduct tank inspections (e.g., 

Tank Industry Consultants). Petitioner shall only undertake the work at that time as 

recommended by the report of the inspection. 

9. Mutual Conditions on Settlement Agreement. Petitioner and the OUCC agree for 

purposes of establishing new rates and charges for Petitioner and approving Petitioner's 

proposed bond issuance that the terms and conditions set forth in this Joint Stipulation and 

Agreement are supported by sufficient evidence and based on the Parties' independent review of 

the evidence, represent a fair, reasonable and just resolution of all the issues in this Cause, 

subject to their incorporation in a final Commission order in the form attached as the Proposed 

Order without modification or firther condition, which may be unacceptable to either party. If 

the Commission does not approve this Stipulation or does not issue the final order in the form 

attached as the Proposed Order in its entirety without modification, the entire Stipulation shall be 



deemed withdrawn, unless otherwise agreed to by the Parties. Petitioner and the OUCC 

represent that there are no other agreements in existence between them relating to the matters 

covered. by this Joint Stipulation and Agreement which in any way affect this Agreement. 

10. Non-Precedentid. As a condition precedent to the Stipulation, the parties 

conditian their Agreement on the Commission providing assurance in the final order issued 

herein that it is not the Commission's intent to allow this Stipulation or the Order approving it to 

be used as an admission or as a precedent against the signatories hereto except to the extent 

necessary to enforce the tenns of the settlement agreement. The parties agree that this 

Stipulation shall not be construed nor be cited as precedent by any person or deemed an 

admission by any party in any other proceeding except as necessary to enforce its terms before 

the Conmission, or before any court of competent jurisdiction on these particular issues. This 

Stipulation is solely the result of compromise in the settlement process and except as provided 

herein is without prejudice to and shatl not constitute a waiver of any position that either of the 

parties may take with respect to any or all the items resolved herein in any future regulatory or 

other proceedings and, failing approval by this Commission, shall not be admissible in any 

subsequent proceedings. 

1 1. Authority to Stipulate. The undersigned have represented and agreed that they are 

fully authorized to execute this Stipulation on behdf of their designated clients who will be 

bound thereby. 



Respectfully submitted, 

BARNES THORNBURG LLP 
11 South Meridian Street 
Indianapolis, Indiana 46204 
(3 17) 23 1-7768 

Attorneys for Petitioner 
City of Anderson 

Office of Utility Consumer Copxjelor 

>hCz&/ Daniel M. LeVay 

Assistant consumer Counselor 
Indiana Government Center North 
100 North Senate Avenue, Room N501 
Indianapolis, Indiana 46204 

W S O I  NKK 896319~1 
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On September 13,2005, the City of Anderson ("Petitioner") filed with the Commission 

its Petition for approval of the issuance of bonds, notes or other obligations, for authority to 

increase its rates and charges for water service, and for approval of a new schedule of rates and 

charges .applicable thereto. We issued a Prehearing Conference Order dated November 9,2005. 

Petitioner prefiled its case-in-chief on July 27, 2006. The OUCC prefiled its testimony and 

evidence on September 28, 2006, and Petitioner filed its rebuttal evidence on October 13,2006. 

Pursuant to notice as provided by law, at1 evidentiary hearing was convened on November 27, 

2006, at 230 a.m. EST in the hearing rooms of the Commission at which time all of the evidence 

was offered and admitted without objection. Petitioner and the OUCC also offered a Stipulation 

and Settlement Agreement. 

Based upon the applicable law and the evidence herein, the Commission now finds that: 



1. Notice and Jurisdiction. Petitioner is a "municipally-owned utility" as that 

phrase is used in IC 8-1-2-10, and is subject to the jurisdiction of this Commission as and to the 

extent provided by law. Notice of the prehearing conference and the evidentiary hearing was 

provided as required by law. The Commission has jurisdiction over the parties and the subject 

matter of this Cause. 

2. Petitioner's Characteristics. Petitioner is a municipality that owns and operates 

plant and equipment within the State of Indiana for the production, transmission, delivery, and 

furnishing of water to the public within and around the City of Anderson, Indiana. Petitioner's 

existing schedule of water rates and charges was approved by the Commission on February 9, 

1994, in Cause No. 39793. 

3. Petitioner's Pro~osed Bond Issue and Extensions and Re~lacements. 

Petitioner is proposing to incur long-term indebtedness through the sale of waterworks revenue 

bonds in the principal amount not to exceed $5.295 Million (the "Bonds"). The term of the 

Bonds will not exceed 20 years and the net interest rate will not exceed 6%. The proceeds fiom 

the Bonds will be used to finance portions of Petitioner's 5-year capital improvements plan, 

which is attached to the Stipulation. Before Petitioner may issue the Bonds, we must grant 

approval pursuant to IC 8-1.5-2-19. We will approve the issuance of bonds, notes or other 

obligations by a municipally-owned utility if we find that the projects to be h d e d  with the 

proceeds are reasonably necessary for the provision of adequate and efficient utility service and 

if we find the proposed debt issuance is a reasonable method for financing such projects. 

Petitioner's consulting engineer, Robert E. Curry, testified regarding the need for these projects 

and Petitioner's financial advisor John R. Skomp testified that the proposed Bonds are a 



reasonable method to finance the improvements. We find the proposed projects in Petitioner's 5- 

year plan are reasonably necessary for the provision of adequate and efficient utility service and 

that the j~roposed debt issuance is a reasonable method for financing such projects. The Parties 

have stipulated and we find that issuance of the Bonds should be approved. 

4. Test Year. The test year used by Petitioner for determining Petitioner's annual 

revenue requirement in this Cause was the 12 months ended September 30, 2005, with 

adjustments for cbanges which are fixed, known, and measurable and which will occur within 12 

months of the close of the test year. We find this test year to be sufficiently representative of 

Petitioner's ongoing operations to be used for ratemaking purposes. 

5 ,  Petitioner's Revenue Recruirements. Petitioner and the OUCC have stipulated 

and we find that Petitioners' revenue requirements are as follows: 

The parties have agreed that Petitioner's pro forma revenues at current rates equal 

$5,852,067. The Commission finds that the rates and charges currently in effect for services 

rendered by Petitioner are inadequate to provide for Petitioner's annual revenue requirement and 

- -- 

Operation & Maintenance Expense 
(including Leases) 
'Taxes other than Income 
I2xtensions and Replacements 
'Working Capital 
I'ILOT 
Debt Service 
'Total 
Less: Other Revenues 
Net Revenue Requirements 

$4,873,168 

1,434,693 
265,746 
2 15,554 
423,902 

$- 
( 5 1.4801 

$7,420,594 



should be increased. We find that Petitioner should be authorized to increase its rates by 27.37% 

to produce $1,590,798 in additional annual revenues and total annual revenues of-, 

inclusive of additional Utility Receipts Tax. 

Petitioner has proposed a change in rate design to reduce the number of rate blocks to 5 

and to reduce the minimum charge. Petitioner presented a cost of service study prepared by 

Kerry A. Heid in support of its proposed rate design, which study was undisputed. The parties 

have stipulated and we find that the rate design recommended by Mr. Heid should be approved. 

6. True-UD. The actual cost of debt service will not be known precisely until 

sometime after Petitioner issues the Bonds. Specifically, within 30 days the closing of the loan, 

Petitioner should file a true-up report with the Commission and serve a copy thereof on the 

parties of record. The true-up report shall provide the following: the actual principal amount 

borrowed, the interest rate, the term of the Bonds, the actual average annual debt service 

requirements, and the impact that any difference would have on Petitioner's metered rates. If the 

actual average annual debt service requirements are different from those provided for in 

authorized rates, Petitioner should file an amended tariff unless Petitioner considers the 

difference to be immaterial and it has procured from the OUCC a statement that the OUCC does 

not object to the schedule of rates and charges not being amended. If the event Petitioner does 

not file an amended schedule of ratres and charges in accordance with the foregoing, it shall 

advise the Commission as part of its true-up report or through a subsequent filing. 

7. Overcollection Of Debt Service. The Parties have stipulated that with the level 

of rates to be authorized herein, it is possible that Petitioner could "overcollect" its debt service 



requirements if the sale of the revenue bonds discussed in Paragraph 2 herein is materially 

delayed. If the sale of the bonds has not occurred within six (6) months of the issuance of this 

Order, I'etitioner has agreed to calculate the amount of "overcollection" in this regard and to 

apply the "overcollected" funds to the cost of the projects for which financing authority has been 

granted herein. Petitioner has agreed to reflect this additional source of funding in its true-up 

report as a reduction in the actual principle amount borrowed. The maturity date for the debt will 

be maintained. We find the agreement of the Parties should be approved. 

.B. Guaranteed Savinns Contract. In August, 2006, Petitioner entered a guaranteed 

savings contract pursuant to IC 36-1-12.5 through which Petitioner will be replacing all of its 

existing, water meters with a brand new state-of-the-art remote meter reading system. The 

contract is financed over a 15-year period, payable solely from the City of Anderson's general 

fimd, with the payment obligation subject to annual appropriation by the City Council. The 

vendor of the system, Johnson Controls, Inc., has guaranteed the performance o i  the new system 

such that the increased revenues and reduced operating expenses will be sufficient to make the 

annual payments. Petitioner has not requested any relief in this Cause with respect to this 

contract. 

'Mr. Kaufman testified that we should initiate a subdocket to review the transaction and 

explore the potential future ratemaking implications of the transaction. 

1311 rebuttal, Petitioner explained that it has made no pledge of utility revenues and that it 

has already thoroughly investigated this transaction. 



The Parties have now stipulated and agreed that there is no need for the Commission to 

initiate a subdocket, "A municipality may not issue bonds, notes or other obligations under this 

chapter without the approval of the commission." Ind. Code 8 8-1.5-2-19 (emphasis added). 

Petitioner's contract and obligation is not issued "under this chapter." The contract has been 

entered pursuant to an entirely different chapter in a different title to the Indiana Code. 

Petitioner has not obligated its utility or pledged its utility revenues, and based on the evidence 

presented in this case, the contract has no impact on the rates in this case. The OUCC has 

specifically reserved the right to take any position it chooses with respect to firture ratemaking 

treatment at such time and to the extent as the contract has any impact on rates in a future rate 

case to be filed by Petitioner. We find the Parties' stipulation should be approved. 

9. Amroval of Sti~ulation and Settlement Agreement. We find that the Joint 

Stipulation and Settlement Agreement should be approved. With regard to future citation of this 

Order, we find that our approval herein should be construed in a manner consistent with our 

finding in Richmond Power h Light, Cause No. 40434 (IURC 3/19/97). 

i~ IS THEREFORE ORDERED BY THE INDIANA uTILIrn REGULATORY 

COMMISSION that: 

1. Petitioner shall be and hereby is authorized to increase its rates and charges for 

water utility service by 27.37% in order to increase annual operating revenues by $1,590,798 so 

as to produce total annual operating revenues of 

4i3 9 2  PM- f iKK  
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2. Petitioner shall file with the Engineering Division of the Commission new 

schedu1.e~ of rates and charges using the rate design attached to the Joint Stipulation before 

placing in effect the increase authorized herein, which schedules, when approved by the 

Engineering Division, shall be effective and shall cancel all previously approved schedules of 

rates and charges. 

3. Petitioner shall be and hereby is authorized to issue waterworks revenue bonds in 

an aggregate principal amount not to exceed $5,295,000, for a term not to exceed twenty (20) 

years and at a net interest rate not to exceed 6%. 

4. Petitioner shall pay the following itemized charges within twenty (20) days from 

the date of this Order into the Treasury of the State of Indiana, through the Secretary of the 

Commission: 

5. Petitioner shall file the true-up report as provided in Finding Paragraph 6 herein. 

6. This Order shall be effective on and after the date of its approval. 

HGRDY, HADLEY, LANDIS. SERWR AND ZIEGNER CONCUR: 
APPROVED: 

1 hereby certify that the above is a true 
and correct copy of the Order as approved. 

Nancy E. Maoley 
Secretary to the Commission 



EXHIBIT C 
ANDERSON MUNICIPAL WATER UTILITY 

Andemn, Indiana 

Adjusted Statement of Income 

September 30, Adiustments 

z!& Amount Ref. Adiusted 

M e t e d  Residential Sales $ 3384,748 $ (27,597) (1) $3,462925 
(27#&65) (2) 
wJ31) (3) 

Metered Industrial Sales 

Rat Rate Sales 113,989 113,989 
Public Fire Protection 396,688 169,681 (5) 566,369 
Forfeited Discounts 52,931 52,931 
h4kekmus Revenue 223,278 (183,453) (6) 39,825 
Total Operating Revenue 5,960,419 (10832) 5,852,067 

Ooeratin~ - 

Operation and Maintenance Expenses 5,008,935 67,421 (7) 4,815,793 

( 1 0 1 ~ )  (8) 
(541645) (9) 
(22,876) (10) 

~ , a 2  (11) 
(183,453) (12) 

1,772 (13) 

Depreciation Expense 889,686 (128,618) (14) 761,068 

Taxes Other Than Income Taxes 465,219 (6,876) (15) 474,565 

7,528 (16) 
8,694 (17) 

Total Operating Expenses 6,363,840 (312,414) 6,051,426 

Net Operating Income $ (199359) 



ANDERSON MUNICIPAL WATER I~T~LITY 
Anderson, Indiana 

SCHEDULE C-1 

Detail of Adjustments 

(1) 
To adjust "Metered Residential Sales" and "Meteted industrial Sales" for correction of 
error in recording a refund due to a commercial customer. 

Meted Residential Sales 
Adjustment - Decrease 

Metered Industrial Sales 
Adjustment - Increase 

(2) 
To adjust " M e t e d  Residential Sales" and ''Metered Industrial Sales" for 
misclassificatim of commercial accounts as residential accounts. 

Account 
Number 
32109540500 
172100166008 
211400001000 
243100149200 
321 10000e507 
321100061508 
351 1 ~ 0 0  
405104230008 
4 13208658002 
493104993500 
501202875500 
501203901000 
512101065001 
512201977101 
512201997300 
512201997503 
810100140000 
812205207200 
812205398700 

Metered Residential Sales 
Adjustment - h a s e  

Test Year 
Revenues 

3100s 
193 
6200 
1,159 
625 
391 

1,159 
1,426 
193 
860 
938 
860 
966 

1,159 
2,099 
3,769 

386 
966 

1,486 

Metered hdustrial Sales 
Adjustment - Increase 



ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

SCHEDULE C-1 
(Continued) 

Detail of Adjustments 

(3) 
To adjust "Metered Residential Sales" for fire protection revenue recorded in August and. 
September 2005. 

Month 
AugG 
w 

Eire 
Protection 
Rev~nueq 

s 3 3 2 s  
33,132 

Adjustment - Decrease $ (66,381) 

(4) 
To adjust ' M e t e d  Industrial Sales" for fire protection revenue recorded in August and 
September 2005. 

me 
Protectbn 

Month Revenues 
Aug-Oli $ 14,133 
sep-05 14,066 

Adjustment - Decrease $ (28,1991 

(5) 
To adjust ''Public Fire Rotection" for the actual number of customers per meter size. 

Number 
Meter of hlUd Annual 
Size - Customers - Rate Revenue 

5/8 inch 22,566 $ 17.76 
3/4 inch 99 17.76 
1 inch 348 1 45.48 

11/2 inch 77 10224 
2 inch 243 181.92 
3 inch 82 409.20 
4 inch 40 727.44 
6 inch 15 1,636.80 
8 inch 3 2,909.76 

Pru Fonna Public Fire Protection Revenue 
Less Test Year 

Adjustment - Increase S 169,681 



SCHEDULE C-1 
(Continued) 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Detail of Adjustments 

(6) 
To adjust "Miscellaneous Revenues" for !nhchsification of Water Pollution Control 
meter reading expense reimbursement. 

Month 
Nw-04 
Feb-05 
May-05 
Aug-05 

Recorded 
Revenues 

$ !Wol 
n m  
47327 
30,875 

Adjustment - Decrease $ (183,453) - 
(7) 

To adjust "Operation and Maintenance Expenses'' for the estimated increase in 
salaries and wages. 

Test Year !jalaries and Wages $ 2398,992 
Less: Salaries and Wages Adjustment from Adjustment (12) (151,612) 
Adjusted Test Year Salaries and Wages $ 2 2 4 7 m  
Times: Estimated Percentage Increase 

Adjustment - tncrease 

(8) 
To adjust "Operation and Maintenance Expenses" for the calculated annual 
PERF expense. 

Proposed 2006 Salaries and Wages 
Times: PERF Contniution Rate 
Pro Foxma PBRP Expense 
Leas: Test Year 

Adjustment - Increase 



ANDERSON MUNIQPAL WATER unun 
Andersoh Indiana 

Detail of Adjustments 

(9) 
To a d j t  WpemHon and Maintenance Ex@ for thc estimated d c a e u ~  in Wth inmmnce 

Test Year Health lrmmce Expense 
Times: Wmated Percentage Dccrase 

(10) 
To adjust .Gperation and Maintenance Eupmw-8'' for nonrrcurriq expmes listed within the test year. 

m !.&&%a 
Cmwe Ctrizdr and Conmnv LLC lntcslm BllIina on Rate SNdv 

SCHEDULE C-1 
(Continued) 

~ o b c r t ~ u ~ & ~ t e a  Watu Dhtrhbkn Systan Inveatigdm 3,662 
RokrtCuny&AModrtea Water DWlbutEan Syatem Invcstfpt&n 1350 
R o b c a C u n y & ~ a t e 6  Water W n  IixtaMion on Imquoh Street 1 3 2  
N t z g e m l d k C a w r a l C o n ~  RephctSetofdaon 2975 

(16.1021 
Robert Curry& Awdates Five Yur Wedons and Replacements Plan 3BQ 
R a b a t C u n y & ~ 6 c s  Five Year Extendm md Steplacements Plar~ 760 
RobertCurry&Assodaaes Five Year Exknelolre and Reph- Plan &m 
Toid Billing for Five Year BxteMians and Replacunmts Plan 13343 
Divide by tw+ycar atnortizution period 2 

(63'4) 

(11) 
To adjust "Oprration and Matntaiance Expenses'' for the public water system annual operation fee to the Indiana 
Department of Environmental Management (IDEM). 

Number of Service C ~ M  as of September 30,2005 
Ti:  AM^ (&eration Fee per Service Connection 
ProFormalDEMFse 
Less Test Year 

Adjustment - Increase 

(12) 
To adjust "Opention and Maintenance Expenses'' for xni8clasaIfication of Water Po~uHon Control meter mading 
"p~e- 

m Descriotion 
601.50 

Amarnt 
Rmsmbhn and Disbibutlon - Salaries and Wagea - Opmtions $ (r51,612) 

650.52 T m o n  and Dishibution -Transportation Gxpurrc - OpaatIm (1,913) 
620.68 Transmission and Distribution - Materiab and Supplies - Maintenance (14.964) 
635.64 Transmiadon and 1)isbibuHon - Contrutual Services (14,964) 

Adjustment - Decrease $ (183,4!i31 



ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

SCHEDULE C-1 
(Continued) 

Detail of Adjustments 

(13) 
To adjust "Operations and Maintenance Expensesn for the increase in chemical costs per 2006 
bid tabulation and to eliminate m i n e r  deposit m d e d  during the test year. 

Chlorine (11 @ $510 for 2006) 
Less: Test Year Cost of Q\loshe 
Fluoride (37.38 8 $220) 
Less: Test Year Cost of fluoride 
Leas. Container &pait Recorded as Expense 

Adjustment - Increase $ 1,772 - 
(14) 

To adjust "Depredation Expense" for the increase in estimated annual extensions 
and replacements. 

Utility Plant in Service as of September 30,2005 
Plus: Plant in Service Added in #X)5 
Plus: Work in Pmgms as of September 30,2005 
Plus: Capital Projects to be Bonded 
Less: Tramportation, Stores and Power 

Operated Equipment 
Less: Land and Land Ri@b 
Depreciable Utility Plant in Service at 2% Rate 
Times: Depredation Rate 
Depreciation Expense at 2% Rate 
Transportation. Stores and Power 

Operated Equipment 
Times Depreciation Rate 
Depreciation Expense at 10% Rate 
Total Depreciation Expense 
Less. Test Year 

Adjushnent - 13ecrease 0 (128,618) 



SCHEDULE c-1 
(Continued) 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, I n d i a  

Detail of Adjustments 

(15) 
To adjust "Taxes Other Than Income Taxes" to recakulate PICA expense 
due to the proposed increase in salaries and wages. 

Proposed Salaries and Wages 
Times: FICA Rate 
Pro Forma FICA Expense 
Less: Test Year 

Adjustment - Increase $ (618761 

(16) 
To adjust 'Taxes Other Than Income Taxes" to recalculate the utility receipts 
tax. 

Adjusted Operating Revenues 
Times Utility Receipts Tax Rate 
PK) Forrna Utility Receipts Tax Expense 
Less: Test Year 

Adjustment - Increase $ 7528 

(17) 
To adjust "Taxes Other Than Income Taxes" for the proposed contribution 
in lieu of property taxes. 

Net Utility Plant in Service as of September 30,2005 $13,130,628 
Plus: Capital Projects to be Bonded 4,974,000 
Total Utility Plant in Service 18,104,628 
Times: Net Corporate Tax Rate (per $100 Assessed Valuation) 1.1906 
Pro Fonna Contribution in Lieu of Property Taxes 215,554 
Less: Test Year (206,860) 

Adjustment - Inaease $ 8,694 
I 



EXHIBIT D 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Adjusted Detd of Operating Expenses 

September 30f Adiusttnenb 
2005 - Amount Ref. Adiusted 

meration and Maintenance Jkpenses 

Source of Supply Expense 
Purchased Power Operations 
Material and Supplies Maintenance 
Contractual Service Maintenance 

Total Source of Supply Expense 

Water Treatment Expense 
!Maria and Wagea Operations 
Salaries and Wage Maintenance 
Chemicals Operations 
Materials and Supplies Maintenance 
Contractual Services Operations 
IDEM Permit Fees 

Total Water Treatment Expense 

Transmission and Distribution Expense 
Salaries and Wages Operations 

Salaries and Wages Maintenance 
Materials and Supplies Maintenance 
Contractual Service Other 
Transportation Expense Operations 

Total Transmission and Distribution Expense 

Customer Accounts Expense 
Salaries and Wages 
Meter Reading Expense - Miscellaneous 
Bad Debt Expense 
Contractual Service 

Total Customer Accounts Expense 



EXHIBIT D 
(Continued) 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Adjusted Detail of Operating Expenses 

September 30, 
2m - 

Operation and Maintenance Exrxnses (Continued) 

Administrative and General Expense 
. salatiesandwages 

Employees Pension and Benefits 
Mate- and Supplies 
Contradual Servie Other 
Rental 
Insurance General Liabiity 
Insurance Other 
Regulatory Commission Expense 
-U=EV 2768 

Total Administrative and General Expense 2,126,190 

Total Operation and Maintenance Expenses 5,008,935 

Depreciation Expense 889,686 

Taxes Other Than Income Taxes 
FICA Tax 183,958 
Utility Receipts Tax 74,401 
Contribution in Lieu of Taxes 206,860 

Total Taxes Other Than Income Taxes 465,219 

Total Operating Expenses $ 6WI&10 
P 

Adius- 
Amount Ref. Adeted 
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ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Calculation of Annual Tank Painting Costs - All Elevated Storage Tanks (1) 

Radical Core 8th Street Columbq Rangeline lOthSw Cross Street Total - 
Painting $ 473BO 
Evaluation 3$00 
Specifics tions 15,750 
Bid Assist 1,500 
Contract Administration 3300 
Wrps (inspection) ~,000 

, Lab 2 W  
1st Anniversary 2500 
Subtotal $ =nO 

I 
Divide by: Number of Years 

Amount of Tank Painting to be Funded Each Year 

(I) Tank Painting cost is based on estimates from Tank hdustries C d t a n t s  for complete clean and recoat 



EXHIBIT H 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Statement of Revenue Requirements 

Operation and Maintenance Expenses (Exhibit C) $ 4,815,793 
Taxes Other IIhan Income Taxes (Exhiiit C) 474- 
Maximum Annual HEW Program Lease Payment (Schedule A-1) 57,375 
Estimated Average Annual Debt Service ( W i t  G) 423,902 

/If& & Cp L I L() 265,746 
Estimated Annual Extensions and Replacementa (Exhibit E) 1,434,693 
Total Revenue Requirements T k  7,472,074 

less Adjusted Operating Receipts (Exhibit C) (5,852,067) 
tess: Other Income (51,480) 

Deficit Revenues 1,568327 
Divide by: Revenue Conversion Factor 0.986 
Required Increase in Operating Revenues 1390,798 
Divide by: Adjustable Operating Revenues (Exhibit C) 5,812,242 

Percent Rate Increase Requhd 27.37% 

,,&C (A)) 
Operation and Maintenance Expense 

- UQ-% ~ , h (  
3% $ 4,815,793 

Less: Purchased Power (363,155) 
Adjusted Operation and Maintenance Expense 4,452,638 
Times: Forty-five (45) Day Factor 0.125 
Working Capital Revenue Requirement 556,580 
Less: Operating Fund Balance (25,088) 
Deficiency 531,492 
Divided by: Number of Years to Accumulate 2 

Pw- wfi(.i.h\ $ 265,746 
& -  - 

D m  



EXHIBIT I 

ANDERSON MUNICIPAL WATER UTILITY 
Anderson, Indiana 

Pro Forma Statement of Income 

September 30, 
2005 &~.&jtmenk5 

Adjusted Amount Ref. PmFormg 
Orwalina - Revenue 
Adjustable Operating Revenue $ 5,759,311 $ 1376,323 (A) $ 7,335,634 
Forfeited Discounts 52,Wl 14,887 (A) 67,418 
Mischeous Revenue 39,825 ' 3 9 m  
Total Operating Revenue 5,852,067 WOBlO 7,442B77 

0Wrati.v Exuenses 
Operation and Maintenance Expenses 4,815,793 

Depreciation Expense 761,068 761,068 

Taxes Other Than Income Taxes 474,~65 2U7l (B) 496,83fj 

Total Operating Expenses 6,051,426 22,271 6,073,697 

Net Operating Income $ (19939) $ 1,568339 $ 1,369,180 

(A) Adjustment for o v e d  rate increase of 27.37%. The revenue increase for each customer 
class is provided by witness Mr. Keny Heid. 

(B) Adjustment for Utility Receipts Tax for Adjustment (A). 



ANDERSON MUNICIPAL WATER DEPARTMENT 
IURC CAUSE NO. 42914 

COST OF SERVICE STUDY 
PROPOSED RATES AND CHARGES 

DATA: 12 MONTHS ENDED 9130105 
TYPE OF FILING: CASE-IN-CHIEF 
WITNESS: HElD 

Mered Rates-Monthly 
First 5 Cd 
Next 40 Ccf 
Next 255 Cd 
Next 700 Ccf 
Over 1,000 Ccf 

Mnimum Charae -Monthly 
518inch meter 
314-inch meter 
l inch meter 
I 112inch meter 
2-inch meter 
3-inch meter 
4-inch meter 
&inch meter 
8-inch meter 
10-inch meter 

PETITIONER'S EXHIBIT KAHQ 
SCHEDULE I 
PAGE 1 OF I 

prooosed Rates 




